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On Jan. 9, the Banco de Mexico (Central Bank) reported Mexico's cumulative inflation rate for
1994 at 7.05%. This rate matches the bank's revised forecast of 7%, which was raised late in the
year when the initial predictions of 5% were apparently out of reach. Nevertheless, according
to the Central Bank, the full impact of the devaluation of the peso, announced on Dec. 20, is not
reflected in the inflation rate for December, which was reported at 0.9%. The report said the highest
increases among non-food items during December were for domestic rents, dry cleaning, medicines
and medical treatment, and bus and airline fares. For food items, higher costs were reported in
December for tomatoes, milk, chicken, chile peppers, and sugar. These were partially offset by lower
prices for such items as ham, oranges, carrots, and peas

Devaluation Changes forecasts for 1995
Meantime, the devaluation of the peso has changed forecasts for the cumulative inflation rate for
1995. In early January, the Zedillo administration changed the forecast for the year to about 16%,
compared with an initial projection of 4% late last year. However, some economists have suggested
the rate for 1995 could approach 30%, if the economic emergency plan announced by President
Zedillo in January does not succeed. The economists warn that many products manufactured in
Mexico are produced with imported parts, which will raise their overall costs. In turn, retailers will
be tempted to pass this cost on to consumers.
Additionally, the analysts said that labor unions which accepted a 4% limit on direct salary
increases, plus raises pegged to productivity that could potentially push salaries up by a total of 10%
may not stick with that agreement because the salary increases do not match the projected rate of
inflation. On a related matter, on Jan. 9 deputy trade secretary Eugenio Carreon announced that the
government will retain price controls on tortillas and sugar during 1995, but there will be no such
ceiling on most other consumer products. Carreon also said an increase in the price of medicines
was inevitable, since the majority of pharmaceutical products in Mexico are manufactured with
imported raw materials. On the other hand, he said pharmacists have pledged to limit price
increases to the minimal amount necessary to make up for the higher costs of imports. (Sources:
Agence France-Presse, 01/09/95, Spanish news service EFE, 01/09/95; La Jornada, 01/10/95; United
Press International, 01/10/95, Reforma, 01/11/95)
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